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OATH OR AFFIRMATION

Melanie Lee

swear (of affinm) that, to the

best of my knowled;e and belief Lhc W financial satemen: and supponing schedules penaining 10 the firm of
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— : : as of
March 31, 2003 o
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‘ Chief Finpancial Officer
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(3) Facing page. -

() Statement of Financial Condition.

{c) Statement of Income (Loss).

(d) Sutement of ChangerinxFinanziak Conditowx Cash Flows. :

(¢) Statement of Changes in Stockholders’ Equity or Panners’ or So\e Pwpnetor s Capiul,

(N Sutement of Changss in Liabilities Subordinated to Claims of Creditors.
(3) Compuiation of Net Capital’

(h) Computation for Daermination of Reserve Requirements Pursuant to Rule 18¢3-3.
(i) lnformation Relating 10 the Possession or control Requirements Under Rule 13c3-3.

() A Reconciliation, including approprime explanation, of the Computation of Net Capital Under Rule l$c3-l and the
Compuuation for Daerminxtion of the Reserve Requirements Undet Exhibit A of Rule 15¢3-3,
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(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Repont.
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Grant Thornton &

Accountants and Business Advisors

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors of
Kim Eng Securities USA, Inc.

We have audited the accompanying statement of financial condition of Kim Eng Securities USA, Inc. (the
“Company”) as of March 31, 2003. This financial statement is the responsibility of the Company’s
management. Our responsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the statement of financial condition is free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the statement of financial condition. An
audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall statement of financial condition presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects,
the financial position of Kim Eng Securities USA, Inc. as of March 31, 2003, in conformity with accounting
principles generally accepted in the United States of America.

e tandon 32

New York, New York
April 9, 2003

60 Broad Street

New York, NY 10004

T 212.422.1000

F 2124220144

W www.grantthornton.com

Grant Thornton LLP
US Member of Grant Thornton International



Kim Eng Secunties USA, Inc.
STATEMENT OF FINANCIAL CONDITION

March 31, 2003
Expressed in United States Dollars

ASSETS

Cash and cash equivalents
Receivable from affiliates
Other assets

Total assets

LIABILITIES AND SHAREHOLDER’S EQUITY
Liabilities
Accounts payable and other liabilities
Deferred taxes payable

Shareholder’s equity

Total liabilities and shareholder’s equity

The accompanying notes are an integral part of this statement.

$1,542,583
36,051
75,256

$1.653.800

$ 557,210
20,000

577,210

1,076,680

$1.653.890



Kim Eng Securities USA, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION

March 31, 2003
Expressed in United States Dollars

NOTE A - GENERAL BUSINESS

Kim Eng Securities USA, Inc. (the “Company”), a wholly-owned subsidiary of Kim Eng Ong Asia
Holdings Limited (the “Parent”), is registered with the Securities and Exchange Commission as a
broker-dealer and is a member of the National Association of Securities Dealers, Inc. The Company
engages primarily in the sale of Singapore, Indonesia, Malaysia, Philippines, Thailand, Hong Kong and
Shanghai (“Asian-based”) securities to U.S. institutional customers. The Company’s results of
operations and financial condition are affected by general trends in the Asian-based economy and
financial markets. The Company is exempt from rule 15¢3-3 of the Secunties and Exchange
Commission under paragraph k(2)(i) of that rule.

NOTE B - SIGNIFICANT ACCOUNTING POLICIES

7.

Cash and Cash Equivalents
Cash and cash equivalents include money market savings held by a U.S. financial institution.
Securities Transactions

The Company records securities transactions executed for its customers on a settlement-date basis.
Related revenues and expenses from these transactions are recorded on a trade-date basis.
Transactions denominated in a foreign currency are translated into United States dollars at the
prevailing rates of exchange at period-end.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions in
determining the reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.



Kim Eng Securities USA, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

March 31, 2003
Expressed in United States Dollars

NOTE C - CASH SEGREGATED UNDER FEDERAL AND OTHER OBLIGATIONS

Cash of $1,000 at March 31, 2003 has been segregated in a special reserve bank account for the benefit

of customets.

NOTE D - RELATED PARTY TRANSACTIONS

The Parent and affiliated compam'es with common ownership provide all execution, and research and
settlement services to the Company. Gross commissions from customer transactions are collected by
affiliated companies and are remitted monthly to the Company net of commissions and clearance, and
research and settlement fees. At March 31, 2003, receivable from affiliates of $36,051 represents
commissions due from affiliates for customer securities transactions.

The Company occupies office space under a noncancellable lease with an affiliate which expires on
March 31, 2006. In addition to base rent, the lease provides for the Company to pay certain operating
expenses. Future aggregate minimum annual rent payments as of March 31, 2003 are as follows:

Year ending Minimum lease
March 31 ___payments
2004 $213,948
2005 213,94.8
2006 213948

$641.844

NOTE E - NET CAPITAL

As a registered broker-dealer the Company is subject to the Uniform Net Capital Rule 15¢3-1 of the
Secunties and Exchange Commission, which requires that the Company maintain minimum net capital,
as defined, to be 6-2/3% of aggtegate indebtedness or $100,000, whichever is greater. At March 31,
2003, the Company had net capital of $935,482, which exceeded requirements by $835,482.



Kim Eng Secunties USA, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

March 31, 2003
Expressed in United States Dollars

NOTE F - EMPLOYEE BENEFIT PLAN

The Company sponsors a SEP/IRA savings plan in accordance with IRS regulations. All eligible
employees, as defined, may elect to contribute to the plan. The Company matches 100% of the
maximum allowable contributions made by employees.

NOTE G - INCOME TAXES

The Company accounts for income taxes in accordance with Statement of Financial Accounting
Standards No. 109 (“SFAS No. 109”), which requires an asset and liability approach to financial
accounting and reporting for income taxes. Deferred income tax assets and liabilities are computed
annually for differences between the financial statement and tax bases of assets and labilities that will
result in taxable or deductible amounts in the future, based on enacted tax laws and rates applicable to
the periods in which the differences are expected to affect taxable income. Valuation allowances are
established, when necessary, to reduce deferred tax assets to the amount expected to be realized. The
tax effect of the temporary differences at March 31, 2003 is as follows:

Deferred tax asset

Net operating loss benefit $ 2,614,000

Less valuation allowance (2,614,000)

| Net deferred tax asset - S
Deferred tax hability

Depreciation $__ 20,000

At March 31, 2003, the Company has carryforward losses which are available to offset future Federal
and state taxable income. Such losses expire as follows (in 000’s):

Net operating loss Expiration date

$1,370 3/31/12

399 3/31/18

789 3/31/19

475 3/31/20

520 3/31/21

790 3/31/22

1,213 3/31/23
$32,556



Kim Eng Securities USA, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

Match 31, 2003
Expressed in United States Dollars

NOTE H - OFF-BALANCE-SHEET RISK, CONCENTRATION RISK AND
CREDIT RISK

In the normal course of business, the Company executes, as agent, transactions on behalf of its

customers where the risk of potential loss due to market fluctuations (market risk) or failure of the other

party to the transaction to perform (credit risk) exceeds the amounts recorded for the transactions.

Should a counterparty not fulfill its obligation in any of these transactions, the Company may be

required to buy or sell the securities at prevailing market prices in the future on behalf of their

customers. The Company is subject to concentration risk as three customers represent approximately
48% of its revenues.

The Company’s policy is to continuously monitor its exposure to market and counterparty nisk through
the use of a vanety of financial position and credit exposute reporting and control procedures. In
addition, the Company has a policy of reviewing the credit standing of each customer and/or other
counterparty with which it conducts business.

The Company maintains cash balances at a regulated financial institution in excess of FDIC-insured
limits. However, the Company does not believe that these amounts are exposed to significant risk.
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